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Dear Applicant : 

We have considered your applicat ion f o r  recognition of exempti~n under sect ion 
50l(c) ( 6 )  of the I n t e ~ n a l  Revenue Code. 

The evidence presented disclosed t h a t  the Association was created an****** *   
***7. The membership of the Association s h a l l  consis t  so l e ly  of a l l  of the 
un i t  owners of the ***** ****** ******* *** * *  ******* , a condominium. 

The purpose f o r  which i t  was formed includes, but  is not l imited to: 

(a) To 5ake and co l l ec t  asessments against  members to defray 
the cos t s  of the Condominium; 

(b) To use the proceeds of assessments i n  the exercise of i ts  
powers and dut ies  ; 

( c )  To provide f o r  the acquis i t ion ,  construction, management, 
maintenacce and care of the condo minim.'^ Commen Area; 

( d l  To provide f o r  the reconstruct ion of improve~ents a f t e r  
casual ty a d  to provide f o r  f u r t h e r  improvements to  the 
Condominium's Common A r  ,a; 

(e) To n~ake and amend regulat ions respecting the use of the 
Common Area; 

( f )  To enforce by legal  means the provisions of the Condominium 
instruments, the By-Laws of the Rssociation and t h e  IJse 
Regulations f o r  the use of the Commcn Area; 

( g j  To cont rac t  fo r  the management of the Condominium and to 
delegate t o  such contractor  a l l  powers and dut ies  of the 
Associaticil, except such a s  a re  spec i f ica l ly  reqcired by the 
C~ndcmini'rlm instrunents to  have approval of the membership of 
the Association; 



The Association was formed. a s  a r e s u l t  of ownership of condominium o f f i c e  
space by the members f o r  the puTose  of maintaining those a r e s  of commonality 
within the  physical  s t r ~ c t u r e  and appurtenances. Areas of commonality include 
but  a r e  not  l imited to  e leva tors ,  hallways, heating, e l e c t r i c i t y ,  parking, 
e t c .  The Association w i l l  f u r t h e r  provide f o r  the undertaking of major 
rennova t i ons  t o  the o r ig ina l  s t r u c t u r e  a s  needed. 

Each u n i t  owner is responsible f o r  the  unit. which he occupies. The 
Association is concerned only with the  bui lding a s  a whole and a reas  of common 
i n t e r e s t  a f f ec t i ng  the whole. 

The presen t  and f u t u r e  sources of revenue a r e  the assessments levied upon 
members (:mit owners). Tine assessments a r e  based upon a per  square foot  per  
condominium u n i t .  Revenue is  used t o  pay a l l  common expenses f o r  maintenance, 
operation and c a p i t a l  cos t s  f o r  a11 common areas.  Assessments w j  ll increase 
or  decrease i n  r e l a t i o n  t o  a c t u a l  c o s t s  o r  where spec i a l  assessments a r e  
deemed necessaiy by the  Board of Directors .  

Sect ion 50l (c ) (6)  cf  the Code provides  f o r  the exemption from Federal income 
tax of business  leagues not organized f o r  p r o f i t ,  no p a r t  of the n e t  earnings 
of which inures  t o  the  benef i t  of any p r i v a t e  shareholder or  individual .  

Sect ion 1.501(c) (6;-1 of the Income Tax Regulations def ines  a b ~ s i n e s s  league 
as an a s soc i a t i on  of persons having some common business i n t e r e s t ,  the  purpose 
of which is  to  promote such common i n t e r e s t .  Its a c t i v i t i e s  should be 
d i rec ted  tow5rds the improvement of business  conditions i n  one o r  more l i n e s  
of business as dis t inguished from the performance of p a r t i c u l a r  se rv ices  f o r  
individual  persons. 

.4n IRC 501(c) ( 6 )  organiza t i  on' s ~ r i m a r y  a c t i v i t y  cannot be performing 
p a r t i c u l a r  s e rv i ce s  f o r  nembers . 

Apartment Operators A5sociation v. Commissi\,;l.~r, 136, F 2 3  435 (1943) held 
tha t  "An organization whose purpose is t o  engage i;: a regular  business of a 
kind o rd ina r i l y  ca r r i ed  on f o r  p r o f i t  even though the ~ti:iiless is  conducted 011 

a ccoperat ive bas i s  o r  produces only s u f f i c i e n t  inconx to  be  s e l f  sustaining,  
i s  not a business  league." 

Like the  organizat ion described i n  Apartsent Operator Association, your 
assoc ia t ion  engages i n  a regular business of a k i~ id  crrdinarily car r ied  on fo r  
p r o f i t .  Accordingly, we conclude t h a t  you do not meet the requiremeiiis for  
exempt s t a t u s  under Section 501!c)(6) of the Code and propose t o  deny your 
request For exemption under t ha t  sec t ion .  



We have a l so  determined tha t  you f a i l  to  qualify f o r  exerpt s t a t u s  under any 
other  subsection of IRC SGl(c). 

You a re  required t o  f i l e  a taxable r e tu rn  Form 1120 o r  1041 with the D i s t r i c t  
Director of In terna l  Revenue Service. Please send the return t o  the Internal  
Revenue Service, P.O. Box 1650, General Post Office, Brook-1-yn, NY 11202. 

If  you do not agree with t h i s  determir.ation, you may reqvLes t 2 Conference with 
the Regional Director  of Appeals by protest ing in  accordance with the enclosed 
ins  t ruc  t ions within 30 days. 

Pro tes ts  submitted which do not contain a l l  the documentation s t a t ed  i n  the 
ins t ruc t ions  w i l l  he returned f o r  completion. 

If  we do not hear from you within tha t  time, t h i s  determination w i l l  become 
f i n a l .  

Sincerely yours, 

D i s t r i c t  Director 
- 

Enclosure: Publication 892 


